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Th e Th omas Jeff erson Institute for Public Policy is a non-
partisan research and education organization devoted to 
improving the lives of the people in Virginia.  Th e Institute 
was organized in 1996, and was the only state and local 
government focused public policy foundation in Virginia 
based on a philosophy of limited government, free enterprise 
and individual responsibility.  It is a “solutions tank” seeking 
better ways to accomplish the policies and programs 
currently being undertaken by state and local government 
– always based on the Institute’s underlying philosophy. Th e 
fi rst study was published in February 1997.

Th e work of the Th omas Jeff erson Institute for Public Policy 
is geared toward educating our political, business and 
community leadership about the issues facing our society 
here in Virginia.  Th e Institute off ers creative solutions to 
these problems in a non-partisan manner.

Th e Th omas Jeff erson Institute is a fully approved foundation 
by the Internal Revenue Service.  It is designated a 501 ( c ) 3 
organization and contributions are tax-deductible under the 
law.  Individuals, corporations, associations and foundations 
are invited to contribute to the Th omas Jeff erson Institute 
and participate in our programs.

For more information on the programs and publications of 
the Th omas Jeff erson Institute, please contact:

Th omas Jeff erson Inst itute for Public Policy
9035 Golden Sunset Lane
Springfi eld, Virginia 22153
703/440-9447

email: info@thomasjeff ersoninst.org
website: www.thomasjeff ersoninst.org
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Th is annual Virginia Economic Forecast 2005-06: Aging Demographic 
Shift Amid Economic Expansion, is published by the Th omas Jeff erson 
Institute for Public Policy. Th is study does not necessarily refl ect the 
views of the Th omas Jeff erson Institute or its Board of Directors. Nothing 
in this study should be construed as an attempt to hinder or aid any 
legislation.
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Foreward

The Th omas Jeff erson Institute for Public Policy is pleased to present its fi fth annual report on the 
economies of the United States and Virginia.  Part of the foundation’s eff ort is to off er credible views and 
data to our state leaders to assist them in preparing for Virginia’s future.

Th is year’s annual Virginia Economic Forecast was again researched and written by Dr. Christine Chmura and her 
team of top economists at Chmura Economics & Analytics (CEA) in Richmond.   Dr. Chmura opened this fi rm 
after serving as Chief Economist at Crestar Bank before it was purchased by SunTrust.  Th is company has grown 
into a leading member of its industry.  Over thirty years of experience is housed in this economic consulting fi rm 
specializing in quantitative research, traditional economics and workforce and economic development.

“Virginia Economic Forecast: 2005 – 2006” is made available to our state’s elected leaders, business leaders 
and the media in order to assist them in better understanding the economic reality facing our state.  Th is year’s 
edition, titled Aging Demographic Shift Amid Economic Expansion makes it clear that the country and Virginia 
continue in an economic growth pattern.  Th is year’s Economic Forecast also points out that, historically, the 
current expansion is now in its second half.  And this year’s report also indicates that the price of oil is impacting 
our economy and will continue to do so if the prices remain high or go higher.

Last year’s Virginia Economic Forecast anticipated a strong acceleration in economic activity.  Although strong 
growth indeed occurred, it was not as strong as predicted.  Again, oil prices were much higher than anyone 
predicted a year ago and that impacted the economy. In 2004, real gross domestic product expanded at a 4.4% 
pace, compared with CEA’s forecast of 4.9%.  CEA forecast last year called for consumer spending to increase at 
4.1%, and it actually grew by 3.8%.  Residential investment was forecast to grow at 6.1% and in 2004 the growth 
was 9.7%.  Nonresidential spending grew by 10.6% when it was predicted to grow at 11.0%.  Th e predictions were 
very accurate when the oil price surge is taken into account. 

We once again thank SunTrust for sponsoring this year’s “Virginia Economic Forecast: 2005 – 2006.”  Nothing 
in this report should be construed as supporting or opposing any legislation and is the opinion of the authors 
and not necessarily that of the Th omas Jeff erson Institute, its Board of Directors, or SunTrust as the sponsor of 
this report.

Michael W. Th ompson
Chairman and President
Th omas Jeff erson Institute for Public Policy
May 2005

�
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Executive Summary

In the Nation…
� Th e economic expansion continued to progress as 
of early 2005; however, the pace of growth has slowed 
in some respects.  After advancing 4.4% in 2004, real 
gross domestic product (GDP) increased an annualized 
3.1% in the fi rst quarter of 2005.   Th e pace of growth 
in some sectors such as retail and manufacturing have 
decelerated, which is a normal development during a 
maturing expansion.  

� Healthy economic activity is forecast for 2005 and 
2006 but the pace of growth will likely be slower than 
the 4.4% growth posted in 2004.  Although increased 
spending in software, equipment, and buildings is 
anticipated from the business sector, a modest slowdown 
in spending by consumers is expected to hold growth in 
real GDP to 3.4% in 2005 and 3.0% in 2006.    

� Given the steady economic growth projected 
over the next year, Chmura Economics & Analytics 
(CEA) expects the Federal Open Market Committee 
to continue its procession of 25 basis point hikes to 
its key short term interest rate—the federal funds 
rate.  Although some indicators have pointed towards 
creeping infl ation pressures, the moderate economic 
growth should keep a lid on accelerating infl ation.  
CEA forecasts show consumer infl ation rising 2.9% in 
2005 and 2.2% in 2006.  Th e federal funds rate target is 
anticipated to settle at 4.25% by the end of 2005 and to 
rise further to 4.50% in 2006.   

� Changing demographics and increased life 
expectancy puts the long-term solvency of the Social 
Security system in jeopardy. With the nation’s population 
growth rate expected to slow in the foreseeable future, 
each generation will support a larger retired population. 
Th at fact along with increased life expectancy will cause 
payouts to grow faster than tax revenues. Th e trustees 
of the Social Security fund have reported that projected 
tax income will begin to fall short of outlays in 2017, 
and the Social Security trust fund will be exhausted by 
2041.

In Virginia…
� Virginia’s economic performance continues to exceed the 
national average for a variety of measures.  Employment in 
the state increased 2.6% for the year ending with February 
2005 compared with 1.8% in the nation.  As job prospects 
improved, so did the income received by Virginians.  For 
the year ending with the 3rd quarter of 2004, real personal 
income increased 3.3% in Virginia while advancing 2.4% in 
the United States.  

� On the regional level, the state has 3 new metropolitan 
areas.  While Northern Virginia added the most jobs for 
the year ending with February 2005, one of the new metro 
areas—Blacksburg—was the 3rd fastest growing metro 
area in the country with a +9.7% gain in jobs over the same 
period.  Th e two other new metro areas (Harrisonburg 
and Winchester) added jobs at a faster pace than the state 
average.  All metro areas, with the exception of Danville, 
enjoyed added jobs over the last year.  

� While Virginia’s growth is expected to remain strong over 
the next couple of years, the state’s labor market will soon 
be facing the same demographic changes that will aff ect 
the national economy.  Specifi cally, the aging of Virginia’s 
workforce—a development already in progress—will start 
to aff ect supply and demand conditions in the labor market 
as baby boomers enter retirement.  Th e industries in 
Virginia that rely most heavily on this experienced group of 
workers are educational services, utilities, manufacturing, 
and health care.  
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National Economy

2005, the ISM index stood at 55.3.  Despite the decline, the 
above-50 level indicates a growing manufacturing sector.  

Although the pace of activity has eased in the industrial 
sectors, strong business spending on equipment and 
software has continued to support sales in high-tech 
industries.  Th e production of computers, communication 
equipment, and semiconductors (which represents high-
tech activities) increased at a 20.6% year-over-year pace as 
of February 2005 compared with 3.5% in overall industrial 
production.  

As is typical in a maturing expansion, previously unused 
resources are being put back to work.  Th is is especially 
evident in the manufacturing sector where capacity 
utilization continued to rise from a recent low of 74.6% in 
April 2003 to 79.4% in February 2005 as fi rms use more of 
their idle plant and equipment in response to sustained 
demand for their products.  At this point, however, capacity 
usage is not so high that it is causing pricing pressures.  

Increasing capacity utilization along with a recent slowdown 
in productivity has supported growth in the labor market.  
Th is occurs because more workers are needed to meet 
increasing demand for factory goods.  However, the newest 
hires are not as productive as experienced employees during 
their training period so the pace of productivity slows.  For 
the year ending with February 2005, the economy added 2.4 
million jobs and reached its fastest pace of year-over-year 
job growth (+1.8%) since September 2000.  Additionally, 
employment in the nation fi nally surpassed the pre-
recession employment peak of 132.5 million in January 
2005 when employment reached 132.6 million.

Real Gross Domestic Product
Quarterly Annualized Percent Change*

Source: Bureau of Economic Analysis.

A Maturing Expansion
Th e national economic expansion is 40 months old or 77% 
complete if the length of the current expansion replicates 
the average of the peacetime expansions since 1945. Of 
course, expansions vary in length as do the drivers of 
growth.  As the current expansion continues to mature, 
real gross domestic product (GDP), the broadest indicator 
of economic activity, progressed at a solid 3.8% annualized 
rate in the fourth quarter of 2004.  First quarter real GDP 
grew an annualized 3.1% indicating the economy continues 
to expand at a healthy pace. 

Real GDP grew 4.4% in 2004 after posting 3.0% growth 
in 2003.  Th e major contributors to growth in 2004 were 
consumer spending (personal consumption expenditures) 
and business investment. Consumer spending, which 
makes up about two-thirds of GDP, increased 3.8% in 
2004 after expanding 3.3% in 2003.  Business investment 
(equipment, software, and structures) advanced a strong 
10.6% in 2004 after growing only 3.3% in the prior year.  
Within business investment, spending on equipment and 
software was particularly strong—growing an annualized 
13.6% in 2004.  

With overall real GDP increasing at a healthy pace, it is 
not surprising to see solid activity in the industrial sector.  
Industrial production, which measures output at factories, 
mines, and utilities, increased a fi rm 3.5% over the 12 
months ending with February 2005.  While these industries 
are growing, the pace of activity has decelerated.  After fi rst 
posting positive year-over-year growth in October 2003, 
industrial production eventually jumped to a 5.4% annual 
pace in May 2004 before easing to the current 3.5%.  

Similarly, the Institute for Supply Management (ISM) 
index points to continued expansion in the manufacturing 
sector—albeit at a more moderate rate than that in mid-
2004. Th e ISM index, which measures the breadth of growth 
and the number of fi rms expanding, rose to a strong 63.6 in 
January 2004 but has since steadily fallen.  As of February 

*  Note: Recession periods are shaded in charts throughout the publication.
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LOOKING AHEAD
Monetary Policy
Th e Federal Open Market Committee (FOMC), which is 
charged with promoting full employment while containing 
infl ation, increased its target on the federal funds rate by 25 
basis points at each of its 8 meetings since June 2004.  With 
infl ation low and economic activity expanding, Federal 
Reserve policymakers stated in their March 22 press release 
that interest rates could increase at a “measured” pace.  Th e 
fi nancial markets have been translating this language into 
the expectation of an additional 25 basis point increase 
in the federal funds target at each of the fi ve remaining 
meetings in 2005.  

Th e measured changes in monetary policy are 
understandable because infl ation inched up slowly over the 
last year.  Th e consumer price index (CPI) measured annual 
infl ation at 1.7% in February 2004 and is now showing 
infl ation on the order of 3.0% (February 2005).  Similarly, 
infl ation measured by the producer price index (PPI) 
increased from 2.1% in February 2004 to 4.7% in February 
2005.  However, the FOMC’s preferred infl ation yardstick, 
personal consumption expenditures (PCE), indicates that 
infl ation remains under control at a 2.3% yearly increase in 
February 2005.  

Forward-looking indicators, however, suggest a potential 
acceleration in infl ation.  Although price pressures from 
the labor market have been relatively calm as average 
hourly earnings increased only 2.5% for the year ending 
with February 2005, continuing job growth coupled with 
lower productivity could result in higher fi nal product 
prices.  Commodity prices also indicate an acceleration in 
infl ation.  From January through March 2005, commodity 

prices rose 10% while the price of crude oil jumped 21%.1   
Th ese trends along with the Federal Reserve’s Beige Book2 
comments that businesses are fi nding it easier to pass along 
costs have increased fears that infl ation will accelerate.3   

Economic Forecast
With infl ation picking up slightly and economic growth 
expected to continue at a healthy pace, Chmura Economics 
& Analytics (CEA) forecasts the FOMC to increase the 
federal funds rate target by 25 basis points at each of its fi ve 
remaining meetings in 2005.   As a result, the funds rate 
will rise to 4.25% in December 2005.  CEA further expects 
the FOMC to continue raising the federal funds rate until it 
reaches a more neutral level of about 4.5%.4  

CEA’s forecast for monetary policy assumes that real GDP 
continues to grow at a moderate rate. Quarterly annualized 
real GDP slowed in the fi rst quarter to 3.1% as higher 
gasoline prices dampened consumer spending. CEA 
assumes that oil prices fall from an average $50 a barrel in 
the fi rst quarter of 2005 to about $45 a barrel in the fourth 
quarter of 2005.  As a result, the pace of growth accelerates 
over the remainder of the year with real GDP growing 3.4% 
in 2005 and easing to 3.0% in 2006. 

Th e greatest risk to the forecast shown here is the possibility 
of sustained high oil prices.  Oil prices have been fairly 
volatile, recently hovering above $55 per barrel.5  CEA 
assumes that oil prices fall from an average $50 a barrel in 

1 Commodity prices measured using the Reuters CRB commodities price index 
for the weeks ending January 7, 2005 and March 25, 2005.  
2 Th e Beige Book, published eight times per year, contains anecdotal information 
on current economic conditions in the nation.  Information is gathered by each 
of the twelve Federal Reserve District banks.  Sources include interviews with key 
business contacts, economists, and market experts.
3 Federal Reserve System Beige Book, March 9, 2005 report.
4 Th e neutral federal funds rate is one that neither stimulates nor slows economic 
growth.  When the federal funds rate is below the neutral rate, then too much 
liquidity encourages increased spending which could cause the infl ation rate to 
rise.  Public statements by Federal Reserve offi  cials have placed the neutral federal 
funds rate between 3.5% and 5.5%.  Varying approaches are used to estimate the 
neutral rate.  One is to add the long-run potential GDP rate to targeted infl a-
tion.  Th e Congressional Budget offi  ce has estimated potential GDP of about 
3.0%.  Adding to that an infl ation rate of about 2.0% puts the neutral rate at 5%.  
However, taking into account the risk premium of an upwardly sloping yield curve 
puts the neutral federal funds lower than 5.0%.
5 Even though oil prices have risen considerably over the last year, they remain 
below the infl ation-adjusted peak of $90 a barrel set in 1980. 
  

PCE Chain Type Price Index & CPI 
% Change From Year Ago

Source: Bureau of Labor Statistics and Bureau of Economic Analysis. 
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the fi rst quarter of 2005 to about $45 a barrel in the fourth 
quarter of 2005.  An alternative forecast assumes that oil 
rises to $90 and remains at that level.  Under this scenario, 
real GDP grows 3.1% in 2005 and 2.5% in 2006 as consumers 
cut back spending more than under the most-likely scenario 
which is presented in this publication.

Social Security Reform and the 
Economy
Since the Great Depression, Social Security has provided 
generations of Americans with guaranteed income for their 
retirement. Th e current system employs a ‘pay-as-you-go’ 
mechanism, with payroll tax on workers supporting the 
retired seniors. When the working population is growing, 
a larger number of workers support a smaller number of 
retirees.  In this case, the Social Security system pays out less 
than it takes in, and the surplus is used to build a trust fund. 

During the 1950s and 1960s, Social Security’s trust fund 
increased because the number of workers outnumbered 

those in retirement. Based on the most recent Social 
Security trustee report,6 the Social Security and Medicare 
trust funds accumulated an asset value of $1.95 trillion at 
the end of 2004.7  

However, changing demographics and increased life 
expectancy puts the long-term solvency of the Social 
Security system in jeopardy. Th e current ‘pay-as-you-
go’ system will run smoothly only when the emerging 
workforce is growing fast enough to cover retirees. When 
there are generational imbalances in population, social 
security will run into either surplus or defi cit.  Like many 
other industrial nations, the birth rate in the United States is 
slowing.  Assuming this demographic trend continues, the 
nation’s population growth rate is expected to slow in the 
foreseeable future. As a result, each generation will support 
a larger retired population. In addition, life expectancy 
increased steadily from 75.4 years in 1990 to 75.8 in 1995 
and 77.3 in 2002.8  Th ese two forces will cause payouts 
to grow faster than tax revenues. In fact, the trustees of 
the Social Security fund have reported that projected tax 
income will begin to fall short of outlays in 2017, and the 
Social Security trust fund will be exhausted by 2041.9 

Under the current ‘pay-as-you-go’ system, several options 
have been set forth to extend the solvency of the Social 
Security system. For example, some economists propose 
increasing the retirement age over 67 and adjusting it based 
on life expectancy or bringing the 23 million government 
workers into the Social Security system. Another option is 
to index the Social Security benefi t on prices rather than 
wages, and increasing the maximum income that is subject 
to Social Security taxes.10  Although these changes can 
extend the solvency of Social Security system for a period 
of time, they will not solve the fundamental imbalance of 
the ‘pay-as-you-go’ system. 

6 Each year, Trustees of the Social Security and Medicare trust funds report on 
the current status and projected condition of the funs over the next 75 years. Th e 
2005 Annual report can be found at: http://www.ssa.gov/OACT/TR/index.html
7 Th ere are four separate trust funds included in the social security and Medicare 
trust fund: Old-Age and Survivors Insurance Trust Fund, Disability Insurance 
Trust Fund, Hospital Insurance Trust Fund, and Supplementary Medical Insur-
ance Trust Fund.
8 Source: US Department of Health and Human Service, http://www.cdc.gov/
nchs/data/hus/hus04trend.pdf#027
9 Source: Social Security Trustee Annual Report 2005.
10 See “Social Security and Medicare: No Free Lunch” by Jason Saving and Alan 
Viard, Southwest Economy, Federal Reserve Bank of Dallas.

National Forecast Summary
 Actual            Forecast
 2004 2005 2006 2007

                                                   Percent Change
Gross Domestic Product 4.4 3.4 3.0 3.6
Personal Consumption 
       Expenditures 3.8 3.3 2.8 3.1
Residential 9.7 2.9 -0.9 1.6
Nonresidential 10.6 11.0 5.4 3.7
   Equipment & Software 13.6 13.6 6.4 4.6
Government Expenditures 2.0 1.1 1.2 1.6 
                                              Trade Defi cit (Billions of Dollars)  
Net Exports, Goods 
   & Services -583.9 -658.7 -604.5 -549.2

                                                                  Percent Change
Consumer Price Index 2.7 2.9 2.2 1.7    

                                                   Yields (%)
Federal Funds Rate 1.3 3.2 4.4 4.5
Prime Rate 4.3 6.2 7.4 7.5
10-Year Treasury 4.3 4.8 5.4 5.5
30-Year Fixed Mortgage 5.8 6.4 7.0 7.1

Note: Yields reported as the average of the year.

Source: Chmura Economics & Analytics.
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A more fundamental policy change is to set up personal 
savings accounts for retirement. In this case, each worker 
saves for his or her own retirement. On the positive side, this 
system will not be aff ected by fl uctuations in the population 
because retirees’ benefi ts are limited to what they saved 
during their careers. Some economists have argued that 
this is one option that can ensure the solvency of the system 
for centuries to come, while every worker saves for his or 
her own retirement.11 

If personal savings accounts are implemented, then part 
of the employee’s payroll tax deduction is saved in an 
account that can only be withdrawn after retirement. Some 
economists have argued that the government needs to be 
actively involved in this system for it to be successful. For 
example, there will likely be a required percentage of payroll 
deductions as well as restrictions on when the money can 
be withdrawn. Also, the account may be restricted to long-
term returns, to avoid short-term speculation that could 
lead to large losses.

An enormous cost is associated with changing from a ‘pay-
as-you go’ system to a ‘save-for-own-retirement’ system. 
Th at cost is essentially the question of who will pay for 
the one generation that has supported its parents and 
now is at the retirement age expecting to be supported 
by the younger generations? One report by the Brookings 
Institution estimates that President Bush’s Social Security 
reform plan will incur public debt of $1 trillion during the 
fi rst decade it is in eff ect and $3.5 trillion during its second 
decade.12 An editorial in the Washington Post put the cost 
of reform at a smaller $2 trillion dollars.13 

Several options have been suggested to fund a ‘save-for-
own-retirement’ proposal. All of them fall to the two sides 
of an accounting equation: increase the revenue for Social 
Security, or cut the expenses via the benefi ts paid to retirees. 
Th e economic ramifi cations of these proposals can be very 
diff erent. As with every economic policy change, there will 
be winners and losers, regardless of what actions are taken. 
Th e following analysis discusses the impact of hypothetical 
funding strategies on the U.S. economy. 

Th ough no plan has called for cutting benefi ts for current 
or future retirees, should such a measure occur, it will aff ect 
economic sectors diff erently. Cutting benefi ts for retirees 

11 See “Social Security and Medicare: No Free Lunch” by Jason Saving and Alan 
Viard, Southwest Economy, Federal Reserve Bank of Dallas.
12 Source: Testimony by Peter Orszag of the Brookings Institution at the House 
Committee on the Budget. February 9, 2005. http://www.brook.edu/views/testi-
mony/orszag/20050209.htm.
13 Source: Th e Cost of Reform, the Editorial of Washington Post, December 6, 
2004. 
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will decrease the disposable income of seniors. Social 
Security benefi ts account for over 50% of the income of 
64% of seniors (65 years and older).  Further, almost one 
third of seniors draw over 90% of their income from Social 
Security.14  

Based on a 2002 consumer expenditure survey by the U.S. 
Census, seniors spent 12.8% of their income on health 
care, compared with 5.8% for consumers of all ages. Th e 
negative impact of benefi t cutting on the health care 
industry is self-evident. Another sector that could also 
suff er disproportionately is charitable and non-profi t 
organizations. Th e same survey showed that in 2002, 
seniors (65 and above) spent 6% of their total expenditures 
on cash contributions, compared to 3.1% for consumers of 
all ages.

Should payroll taxes be increased to fund the Social 
Security reform, it would have a diff erent eff ect as the 
burden of reform would fall on the labor force. Compared 
with seniors, workers spend a higher percentage of 
disposable income on education and insurance. Workers 
between the ages of 25 and 65 spend 1.7% of their expenses 
on education, compared with 0.7% for seniors. Similarly, 
people in the labor force spend 10.6% of their disposable 
income on insurance compared with 4.6% for seniors. Some 
other sectors that are likely to be aff ected more than others 
when younger generations bear the cost of Social Security 
reform are entertainment and to a lesser degree, apparel 
and services.  

Raising taxes and cutting benefi ts will reduce disposable 
income and aff ect consumer expenditures directly.  Another 
option discussed by economists and policy makers is to 
fund the personal retirement account through borrowing. 
While borrowing means American taxpayers will pay a 
larger sum than the transitional cost itself (principle plus 
interest), the cost can be spread over a longer period of time, 
thus reducing the negative impact on a single generation 
of workers or retirees.  However, borrowing would have a 
broader economic eff ect, by putting upward pressure on 
interest rates.

One study15 estimates that borrowing monies would 
amount to $1 trillion in the fi rst decade under the Bush 
plan and $3.5 trillion during the second decade. Another 
study put the borrowing amount at $754 billion (including 
interest) over 10 years.16 Borrowing with such magnitude 
could have a sizable impact on fi nancial markets and 
interest rates because increased borrowing will raise the 
demand for capital in the fi nancial market or even crowd 
out private investment. Interest rates tend to increase when 
demand rises. In addition, this could have an impact on 
the international fi nancial market, exchange rates, and the 
trade defi cit, as many of the U.S. debts will be purchased by 
foreign investors and governments. If foreign governments 
and corporations are reluctant to purchase U.S. debts, the 
exchange rate for the dollar tends to fall.

Realistically, whatever proposal emerges from the debate 
will probably incorporate some components of the above 
options. Th ose options include payroll tax increases, federal 
borrowing, benefi ts cuts, and extending the eligibility age.

Recognizing that fundamentally changing the ‘pay as you 
go’ system is one option for the long-term solvency of the 
Social Security system, personal retirement accounts will 
also likely be included, even partially at the initial stage to 
ease the transition.  �

14 Source: Income of the Aged Chartbook, 2000, A Survey by Social Security 
Administration. http://www.ssa.gov/policy/docs/chartbooks/income_aged/2000/
iac00.html#income.
15 Source: Testimony by Peter Orszag of the Brookings Institution at the House 
Committee on the Budget. February 9, 2005. http://www.brook.edu/views/testi-
mony/orszag/20050209.htm.
16 Source: Bold and Responsible: Th e President’s Plan to Improve Retirement 
Security, by David John of the Heritage Foundation. http://www.heritage.org/Re-
search/SocialSecurity/wm650.cfm. Th is paper only provides the borrowing cost 
of the fi rst 10 years of the plan.
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Virginia Economy

Characteristics of Virginia’s economy—whether regional in 
nature or applicable to the entire state—have contributed 
to the robust expansion.  Since July 2003, year-over-year 
employment growth in the Commonwealth has outpaced 
the national rate.  While the state economy is positioned 
to continue to expand over the near-term, longer-term 
demographic changes impacting the labor market pose 
challenges at both the local and national level.  

Most sectors of the Virginia economy are growing at a pace 
much faster than the national rate. Virginia’s economy is 
expected to remain strong over the forecast period but 
national growth will continue to accelerate and will approach 
the state’s pace.  After growing 2.5% in 2004, employment 
in the state is expected to advance 2.2% in 2005 and 2.0% in 
2006.  Employment and wages are forecast to increase for 
all the state metro areas over the next two years.  Activity is 
also expected to remain strong in the retail sector although 
some slowing in the housing market (from historically high 
levels) is projected.  

Recent Growth
Employment in Virginia continues to advance at a faster rate 
than the national average.  For the year ending with February 
2005, employment in the state rose 2.6% (91,000 jobs) 

compared with 1.8% nationally.  Among the states, Virginia 
was the 10th fastest growing in that 12-month period.  

Th e Commonwealth recovered the jobs lost during and after 
the 2001 recession by March 2004, whereas employment 
in the nation didn’t reach that threshold until January 
2005.  Th e importance of security and defense spending 
in Virginia was one factor that spurred its growth.  Th e 
Department of Defense is the largest employer in the state 
and Northrop Grumman Newport News (shipbuilding) is 
the fourth largest employer.  

Over the 12 months ending with February 2005, new job 
creation was distributed across most industry sectors. 
11 of the 12 major industry sectors increased payrolls in 
Virginia and all 12 grew as fast or faster than its national 
counterpart.  Only the stalling information sector, with a 
drop of 0.5% (-512 jobs) contracted. In fact, the information 
sector was the only sector in the nation to shed jobs over 
the last 12 months.

Th e fastest pace of job growth occurred in the construction 
sector which expanded 6.1% for the year ending with 
February 2005 (+13,863 jobs).  Strong home building in the 
state boosted this sector.  Next to construction, professional 
and business services (PBS) grew 4.8% over the last 12 
months and added the largest number of jobs—27,135.  Th e 
professional and business services sector includes fi rms 
in architecture, engineering, and legal services, as well as 
administrative and business support services.  Within this 
sector, business services related to architecture, engineering, 
and computer systems design accounted for the largest 
amount of the job growth.  At a 3.4% pace, transportation, 
warehousing, and utilities (TWU) is the other industry 
posting better-than-average job growth in the 12 months 
ending with February 2005.

Just as employment grew in most major industry sectors 
over 2004, it also increased in almost all of the state’s 
metropolitan areas.  Th e only metropolitan area shedding 
jobs was Danville, which contracted by 1.9% (800 jobs) over 
the 12 months ending with Feburary 2005.  Beginning with 
January 2005, 3 new metro areas have been identifi ed in 
the state: Blacksburg (+9.7%), Harrisonburg (+2.8%), and 
Winchester (+3.1%) each grew faster than the state average 
for the 12 months ending with February 2005.  

Employment Growth
Percentage Change From A Year Ago

Source: Bureau of Labor Statistics.
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Th e Northern Virginia metro area was the second fastest 
growing in the state behind Blacksburg.  Employment 
expanded 5.0%, or by 60,499 jobs in Northern Virginia 
for the year ending with February 2005–creating 67% of 
all new jobs in Virginia.  Similar to the state, construction 
fi rms posted the fastest pace of growth at 7.9% or 6,548 
jobs.  Also, professional business services increased by the 
largest amount with 17,471 jobs or a gain of 5.9%.

Employment in Roanoke increased 2.6%, Richmond 
advanced 2.0%, Charlottesville grew 1.5%, Hampton Roads 
grew 1.6%, Bristol increased 0.9% (which includes counties 
in Tennessee), and Lynchburg was essentially unchanged 
with a scant 0.1% gain.

  

Aging and the Virginia Workforce
Th e aging workforce and enlarging pool of retirees is 
aff ecting Virginia as it is the nation.  According to the 
Virginia Employment Commission (VEC), the 65 years 
and older age cohort made up 11.2% of Virginia’s total 
population in 2000.  In 2010 that proportion is expected to 
be 12.8% and 18.9% of the total population in 2030.  

Th e age distribution of Virginia’s workers provides a 
backdrop to consider future workforce issues.  Th e following 
chart depicts the percentage of workers from several age 
cohorts.  Workers between the ages of 35 through 44 
account for the largest share of Virginia’s actively employed 
workers (26%).  As time progresses, that aging cohort will 
start to push up the proportion of retirees compared with 
the total population.

Th e age-stratifi ed perspective of the labor market at the 
industry level provides more insights for strategic economic 
and workforce development.  In general, industries 
employing a larger share of older workers will potentially 
have more diffi  culty retaining a suffi  ciently skilled 
workforce as the more productive older workers retire and 
are replaced by younger workers with less experience.  Th e 
following table ranks industries in terms of the percentage 

Top 10 Employers, 
Third Quarter 2004
Greater than 10,000 Employees

1. Department of Defense
2. Wal-Mart Associates Inc.
3. Northrop Grumman
4. Fairfax County Public Schools
5. Food Lion LLC
6. County of Fairfax
7. U.S. Postal Service
8. Sentara Health System
9. Virginia Beach School Board
10. University of Virginia

Employment Growth by Sector
Percentage Change from a Year Ago, Feb. 2005

Source: Bureau of Labor Statistics.

Percent of Virginia’s Population Aged 65 
Years and Older

Source: Virginia Employment Commission.

Source: Chmura Economics & Analytics and Virginia Employment 
   Commission.
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of its workers that are between the ages of 45 and 64.17  A 
signifi cant variation exists between industries in their 
reliance on older workers.  Educational services is the 
industry with the largest percentage of older workers with 
49.3% of its workers aged 45 through 64—substantially 
higher than the state average of 34.6% for all industries.  
On the other hand, the accommodation and food services 
industry is least reliant on older workers as only 17.8% of 
employees in this industry are aged 45 through 64.            

Based solely on demographic changes,  more younger people 
need to be trained to work in industries such as educational 
services, utilities, manufacturing, and health care.  While 
other factors will infl uence the expected job openings in a 
given industry, the aging workforce is likely to have more 
acute eff ects in these industries than others.18 Taken a step 
further, the top occupations in these industries identify the 
skills that will be needed.  

Not surprisingly, teachers are overwhelmingly the most 
predominant occupation in the educational services 
industry.  In the utilities industry, the largest occupation 
is electrical power line installers and repairers followed by 
customer service representatives and meter readers.  In 
manufacturing, the top occupations are team assemblers, 
fi rst-line supervisors, and hand laborers while the top 
occupations in health care are registered nurses, other 
nurses, and home health aides. Th e market system can 
expect to correct the problem, as labor shortages will raise 
wages and attract more people to the fi eld. Other measures 
ranging from education and workforce development can 
better prepare Virginia for the challenge.

Technology
As the national expansion continues, employment in high-
tech industries in Virginia is once again growing faster 
than overall employment.  For the year ending with the 
3rd quarter of 2004 (the latest data available), high-tech 
employment advanced 4.9% or by 21,000 jobs in Virginia 
compared with 2.6% growth in total employment.  

Th e state’s two largest high-tech sectors–architectural, 
engineering, and related services and computer systems 
design and related services—added most to the high-tech 
payrolls–over 13,000 jobs for the year ending with the third 
quarter of 2004.  Th e architecture and engineering sector also 
led the high-tech sectors in terms of percentage gains with 
a 14.0% increase.  Other industries that have grown at a fast 
pace include management, scientifi c, and technical consulting 
services (11.3%), and navigational, measuring, electromedical, 
and control instruments manufacturing (8.8%).  

17 Data are from the Local Employment Dynamics Program of the U.S. Census 
Bureau for the 4th quarter of 2003. 
18 Th is conclusion is based on the assumption of current retirement age of 65. 
Should the retirement age increased, or indexed on life expectancy, the impact of 
aging workforce can be less severe.

Age Distribution of Virginia Workers
2003Q4

Source: U.S. Census Bureau, Local Employment Dynamics Program.

Percent of Industry Workers Aged 
45-64 Years
Industry % of Total
Educational Services 49.3%
Utilities 47.5%
Public Administration 44.7%
Manufacturing 42.6%
Health Care and Social Assistance 38.6%
Management of Companies and Enterprises 37.9%
Transportation and Warehousing 37.7%
Wholesale Trade 36.3%
Other Services (except Public Administration) 35.3%
Professional, Scientifi c, and Technical Services 34.1%
Agriculture, Forestry, Fishing, and Hunting 33.6%
Real Estate and Rental and Leasing 32.6%
Construction 31.7%
Finance and Insurance 31.2%
Information 30.1%
Arts, Entertainment, and Recreation 28.8%
Administrative Support / Waste Management / 
   Remediation Services 28.8%
Retail Trade 28.3%
Accomodation and Food Services 17.8%
All Industries 34.6%

Source: U.S. Census Bureau, Local Employment 
   Dynamics Program. 
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High-Technology Growth in Virginia
Employment Wages and Salaries    

Th ousands of Dollars*
NAICS Industry 2003Q3 2004Q3 Change % Change 2003Q3 2004Q3 Change % Change
Total Employment 3,405,919 3,501,800 95,881 2.8 32,115,857 34,544,799 2,428.942 7.6
Total High Technology 429,359 450,287 20,928 4.9 7,077,585 7,710,182 632,597 8.9
3251 Basic Chemical Manufacturing 1,623 1,495 -127 -7.8 24,103 23,113 -990 -4.1

3252 Resin, Synthetic Rubber, and Artifi cial Synthetic 
Fibers and Filaments Manufacturing

7,613 7,133 -480 -6.3 105,456 106,263 807 0.8

3253 Pesticide, Fertilizer, and Other Agricultural
Chemical Manufacturing

379 345 -34 -9.0 3,081 2,983 -97 -3.2

3254 Pharmaceutical and Medicine Manufacturing 3,847 3,857 10 0.3 59,110 57,034 -2,075 -3.5

3255 Paint, Coating, and Adhesive Manufacturing 886 854 -32 -3.6 10,360 10,981 620 6.0

3256 Soap, Cleaning Compound, and Toilet Preparation 
Manufacturing

1,262 1,302 39 3.1 13,351 14,558 1,207 9.0

3259 Other Chemical Product and Preparation
Manufacturing

2,513 2,499 -14 -0.6 26,941 26,908 -33 -0.1

3331 Agriculture, Construction, and Mining Machinery 
Manufacturing

1,868 1,877 10 0.5 19,055 20,062 1,007 5.3

3332 Industrial Machinery Manufacturing 2,269 2,221 -48 -2.1 25,029 24,698 -330 -1.3

3333 Commercial and Service Industry Machinery
Manufacturing

2,602 2,662 60 2.3 35,687 39,228 3,541 9.9

3334 Ventilation, Heating, Air-Conditioning, and
Commercial Refrigeration Equipment Manufac-
turing

5,164 4,823 -341 -6.6 46,388 43,894 -2,494 -5.4

3335 Metalworking Machinery Manufacturing 1,506 1,493 -13 -0.9 14,336 15,154 818 5.7

3336 Engine, Turbine, and Power Transmission
Equipment Manufacturing

1,125 1,132 7 0.6 16,365 15,382 -982 -6.0

3339 Other General Purpose Machinery Manufacturing 4,070 4,387 318 7.8 43,377 48,346 4,969 11.5

3341 Computer and Peripheral Equipment
Manufacturing

2,543 1,853 -690 -27.1 26,700 19,606 -7,093 -26.6

3342 Communications Equipment Manufacturing 2,950 2,591 -359 -12.2 50,771 46,336 -4,435 -8.7

3343 Audio and Video Equipment Manufacturing 79 73 -6 -7.6 705 707 1 0.3

3344 Semiconductor and Other Electronic Component 
Manufacturing

5,276 5,360 85 1.6 64,988 69,540 4,552 7.0

3345 Navigational, Measuring, Electromedical, and
Control Instruments Manufacturing

5,262 5,725 464 8.8 75,516 86,639 11,123 14.7

3346 Manufacturing and Reproducing Magnetic and
Optical Media

169 167 -2 -1.4 2,459 2,835 376 15.3

3363 Motor Vehicle Parts Manufacturing 8,719 8,858 139 1.6 80,649 84,140 3,491 4.3

4234 Professional and Commercial Equipment and
Supplies Merchant Wholesalers

16,795 16,881 86 0.5 318,793 344,764 25,971 8.1

4236 Electrical and Electronic Goods Merchant
Wholesalers

7,064 6,819 -245 -3.5 104,857 107,413 2,555 2.4

4431 Electronics and Appliance Stores 13,229 13,953 725 5.5 113,695 118,588 4,893 4.3

5112 Software Publishers 9,006 8,656 -350 -3.9 211,084 213,120 2,035 1.0

5152 Cable and Other Subscription Programming 2,978 3,140 162 5.4 27,282 32,339 5,057 18.5

5161 Internet Publishing and Broadcasting 1,397 1,526 130 9.3 21,333 25,015 3,682 17.3

5181 Internet Service Providers and Web Search Portals 10,863 11,154 291 2.7 253,544 320,560 67,016 26.4

5182 Data Processing, Hosting, and Related Services 12,737 12,911 174 1.4 196,481 209,812 13,331 6.8

5191 Other Information Services 5,133 5,245 112 2.2 31,412 33,498 2,085 6.6

5413 Architectural, Engineering, and Related Services 58,386 66,535 8,149 14.0 911,690 1,056,554 144,863 15.9

5414 Specialized Design Services 2,300 2,527 226 9.8 22,708 26,265 3,557 15.7

5415 Computer Systems Design and Related Services 98,964 106,047 7,082 7.2 1,884,190 2,065,506 181,316 9.6

5416 Management, Scientifi c, and
Technical Consulting Services

40,861 45,474 4,612 11.3 716,224 850,478 134,354 18.7

5417 Scientifi c Research and Development Services 17,446 18,255 808 4.6 318,430 341,442 23,0111 7.2

5511 Management of Companies and Enterprises 70,476 70,460 -16 0.0 1,201,420 1,206,402 4,981 0.4

* Includes some stock options that were exercised.  Note: Data in this table include both private and government entities.
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Real Personal Income Growth 
Percentage Change From A Year Ago

Source: Bureau of Economic Analysis and Bureau of Labor Statistics.

Despite the relatively strong high-tech employment growth 
in Virginia, there are still a number of smaller high-tech 
sectors that continue to cut jobs.  Out of the 36 high-
tech sectors, 14 exhibited declining employment for the 
year ending with the 3rd quarter of 2004.  Faring worst 
in this regard were computer and peripheral equipment 
manufacturing (-27.1%) and communications equipment 
manufacturing (-12.2%).   

Labor Market
In addition to the robust job growth in Virginia over the 
last two years, other measures also paint a healthy picture 
of the state’s labor market.  As of January 2005, Virginia’s 
unemployment rate stood at 3.3% compared with 5.2% in the 
nation.  Th e relatively high 1.9 percentage point diff erential 
between the state and national unemployment rates lends 
further support to the strength of Virginia’s labor market.  
Since 1990, Virginia’s unemployment rate has averaged 1.5 
percentage points less than the national rate.  

Unemployment from an age-stratifi ed perspective can 
also help to determine which workers are in relatively high 
or low demand.  For example, the following chart shows 
that the 45 through 54 year age cohort accounted for 24% 
of the unemployed in Virginia as of December 2004.  Th is 
proportion is similar to the fi gures presented earlier which 
showed this age cohort to represent 23% of Virginia’s 
workers.  Th e similarity between these two proportions 
indicates that the unemployment rate for workers aged 45 
through 54 is likely on par with the state average of 3.3%.  

    

Income
Th e strong employment growth in Virginia has been 
accompanied by relatively fast growth in income.  For the 
year ending with the third quarter of 2004, real personal 
income grew 3.3% in Virginia compared with 2.4% in the 
nation.  Real personal income growth in Virginia exceeded 
the U.S. average since the fi rst quarter of 2000.   Th e recent 
pick-up in high-tech jobs has contributed to the relatively 
faster income growth in state.  Over the four quarters 
ending with the third quarter 2004, for example, 7,082 jobs 
were created in the computer systems design and related 
services industry in Virginia that pay an average annual 
salary of over $75,000.

Th e proportion of income provided by net earnings 
continued to rise in the state and nation.  Net earnings 
consist of wage and salary disbursements, other labor 
income, and proprietor’s income.  As of the third quarter of 
2004, net earnings accounted for 80.0% of personal income 
while net earnings accounted for 79.4% of personal income 
a year earlier.  Over a longer period, the trend is more 
noticeable.  During the third quarter of 1990, net earnings 
represented 76.1% of personal income.

Retail Sales
Consumer spending in Virginia was extremely strong in 
2004 but it started to cool to a healthier pace in early 2005.  

Age Distribution of the Unemployed in 
Virginia December 2004

Source: JobsEQ.™
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19 Th e OFHEO house price index is a weighted repeat sales index and therefore is 
a true measure of price appreciation as it is not aff ected by changes in the size of 
quality of homes sold.  

For the year ending with January 2005, retail sales in the 
state grew 6.2% after advancing at a 12.5% pace during the 
summer of 2004.  Spending related to tourism also slowed 
across the state.  Lodging and restaurant sales grew 4.3% for 
the year ending with January 2005 after growing at a 12.9% 
pace in early 2004.  

Despite the moderation in general retail sales, purchases 
for big-ticket items are still strong.  Auto sales reached a 
record pace of over 41,000 vehicles in January 2005.  Since 
January 2004, auto sales have advanced 6.1%.  

Th e robust spending that characterized much of 2004 is 
unlikely to endure; however, steady growth is forecast for 
2005 and 2006.  In the state, real retail sales are expected to 
grow 4.8% in 2005 and 4.7% in 2006.  

 

Housing Market
Although short-term interest rates have started to creep 
higher, mortgage rates have continued to oscillate near a 
historically-low level.  Consequently, the relatively cheap 
borrowing costs have continued to support the housing 
market.  While rates dipped as low as 5.2% in June 2003, the 
average interest rate on a 30-year conventional mortgage 
has held below 6.5% since July 2002.  As of mid-April 2005, 
mortgage rates were approaching 6.0%. CEA forecasts that 
mortgage rates will rise to 6.6% in the third quarter of 2005, 
and 6.7% in the fourth quarter of 2005. 

Th e housing market exceeded expectations in 2004 and 
continued to set new records for home sales and price 
appreciation.  Th e Virginia Association of Realtors reported 
an 11% increase in new and existing home sales from 2003 
to 2004.  In 2004, 137,166 sales were reported compared 
with 123,084 in 2003.  

Th e acceleration in home prices is consistent with the strong 
demand.  In Virginia, home prices advanced 16.4% for the 
year ending with the fourth quarter of 2004 according to the 
Offi  ce of Federal Housing Enterprise Oversight (OFHEO) 
house price index.19  Price appreciation in the state reached 
a blistering 19% pace in the third quarter.  In comparison, 
home prices in the nation increased 11.2% for the year 
ending with the fourth quarter of 2004.  

While the housing market is expected to remain strong 
in Virginia, the level of activity is forecast to slow from its 
currently high rate.  Building permits, which are a leading 
indicator of housing construction, are forecast to slow to 
0.1% in 2005 and -2.9% in 2006 after growing 4.3% in 2004.

 

Metropolitan Areas
All 11 metropolitan areas in the state are forecast to see 
employment growth in 2005 and 2006.  Th e three new 
metro areas—Blacksburg, Harrison, and Winchester—are 
expected to be the fastest growing metro areas in 2005 at 
3.7%, 3.6%, and 3.4%, respectively.  Not surprisingly, these 
newly identifi ed metro areas are also expected to see the 

Virginia Retail Sales 
Percentage Change From A Year Ago, 6-Month 
Moving Average

Source: Virginia Department of Taxation.

Home Price Appreciation 
Percentage Change From A Year Ago 

Source: Offi  ce of Federal Housing Enterprise Oversight.
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fastest growth in building permits.  Wage and salary growth 
are not among the highest forecast, refl ecting that these 
regions have a lower cost of living than other metro areas 
in the state.

With a forecast of 3.3% employment growth in 2005, 
Northern Virginia is expected to be the fourth fastest 
growing metro area in the state.  However, its higher cost 
of living and mix of industries that demand highly skilled 
workers contributes to its 9.0% expected wages and salary 
gains in 2005—the fastest growth in the state.  Retail sales 
are also expected to grow faster in Northern Virginia than 
in any other metro area in the state in 2005.

Charlottesville is the only other metro area aside from the 
four mentioned above that is forecast to grow faster than 
the 2.2% employment forecast for the state.  Employment 
in the Charlottesville metro area is forecast to grow a 
strong 2.8% in 2005.  Wage and salary growth in this region 
is forecast to increase a strong 7.4% while retail sales and 
building permits both refl ect the faster-than-average pace 
of overall economic activity.

Employment in both Hampton Roads and Richmond 
is expected to remain fairly stable compared with the 
previous year.  Jobs growth in Hampton Roads is forecast 
to advance 1.8% in 2005 after growing by the same pace in 
2004.  Richmond employment is forecast to increase 1.7% 
in 2005 after expanding 1.5% in 2004.

Th e four remaining metro areas—Lynchburg, Roanoke, 
Bristol, and Danville—are forecast to be the four slowest 
growing areas at 1.3%, 0.7%, 0.6%, and 0.4% employment 
growth in 2005.   Lynchburg continues to struggle since the 
telecom bust and Roanoke and Bristol both lack drivers of 
strong growth.

Even though employment in the Danville metro area is 
expected to see the slowest growth in the state in 2005, 
that growth represents a strong turnaround from the 
2.2% decline in 2004.  Th e Danville Offi  ce of Economic 
Development has announced relocations or expansions 
totaling 2,000 jobs since March 2004 that will add diversity 
to the region’s dependence on textiles and tobacco.  Despite 
the strong turn around in employment, wages and salaries 
remain low in the region, refl ecting the industry mix.

                                           Percentage Change From A Year Ago
                                            Actual                      Forecast 
Northern Virginia 2002 2003 2004 2005 2006
Total Nonagricultural Employment      -0.7% 0.2% 4.1% 3.3% 3.3%
Wages and Salaries* -1.7% 5.0% 10.0% 9.0% 7.2%
Real Retail Sales -0.7% 5.6% 8.4% 7.4% 5.7%
Building Permits 10.3% 3.1% 0.3% 0.5% -0.5%

Hampton Roads 2002 2003 2004 2005 2006 
Total Nonagricultural Employment 0.5% -0.8% 1.8% 1.8% 1.7%
Wages and Salaries* 3.8% 4.9% 5.1% 5.9% 5.6%
Real Retail Sales 1.8% 4.3% 6.5% 4.0% 4.0%
Building Permits 8.8% 2.9% -3.7% -1.4% -2.8%

Richmond 2002 2003 2004 2005 2006
Total Nonagricultural Employment -0.6% -0.1% 1.5% 1.7% 1.5%
Wages and Salaries* 1.9% 2.0% 5.7% 5.6% 5.3%
Real Retail Sales -1.9% 4.2% 6.9% 6.9% 5.4%
Building Permits 9.9% -4.7% 4.7% 5.7% 2.0%

Roanoke 2002 2003 2004 2005 2006
Total Nonagricultural Employment -0.6% -2.9% 0.8% 0.7% 1.0%
Wages and Salaries* 2.8% 0.8% 2.6% 4.7% 4.2%
Real Retail Sales -1.1% 3.5% 3.3% 3.6% 3.7%
Building Permits 15.2% -0.5% 4.4% 1.8% 1.0%

Lynchburg 2002 2003 2004 2005 2006 
Total Nonagricultural Employment -1.7% -2.1% 1.4% 1.3% 0.5%
Wages and Salaries* -1.3% 1.4% 4.4% 3.8% 2.8%
Real Retail Sales -7.7% 2.3% 5.4% 4.2% 2.2%
Building Permits 15.1% 15.6% -3.8% -3.9% -4.6%

Charlottesville 2002 2003 2004 2005 2006 
Total Nonagricultural Employment 0.3% -0.5% 2.8% 2.8% 2.2%
Wages and Salaries* 3.1% 3.8% 6.5% 7.4% 5.9%
Real Retail Sales 0.9% 5.1% 3.8% 5.5% 4.1%
Building Permits 14.1% -7.9% 10.4% 8.2% 4.3%

Danville 2002 2003 2004 2005 2006
Total Nonagricultural Employment -0.9% -0.3% -2.2% 0.4% 0.8%
Wages and Salaries* 2.2% 1.1% 3.2% 3.8% 2.9%
Real Retail Sales 0.3% -1.6% 1.8% 2.9% 1.8%
Building Permits 14.2% -17.1% 2.0% -2.0% -5.1%

Bristol 2002 2003 2004 2005 2006
Total Nonagricultural Employment -1.2% 0.4% -1.1% 0.6% 0.3%
Wages and Salaries* -1.8% 5.9% 1.8% 5.7% 2.9%
Real Retail Sales 0.0% 1.8% 2.2% 2.5% 2.2%
Building Permits 7.8% 4.3% 18.2% 10.2% 6.5%

Harrisonburg 2002 2003 2004 2005 2006
Total Nonagricultural Employment 2.5% 1.3% 2.5% 3.6% 2.6%
Wages and Salaries* 1.7% 4.2% 5.0% 7.4% 4.9%
Real Retail Sales 0.6% 4.9% 9.6% 5.3% 3.1%
Building Permits 42.2% -12.4% 51.4% 24.3% 14.8%

Blacksburg 2002 2003 2004 2005 2006 
Total Nonagricultural Employment -0.3% 0.9% 2.7% 3.7% 1.8%
Wages and Salaries* 3.3% 3.0% 4.7% 5.3% 5.0%
Real Retail Sales 1.7% 0.6% 1.9% 2.7% 2.1%
Building Permits 41.9% -16.0% 32.3% 9.6% 6.5%

Winchester 2002 2003 2004 2005 2006
Total Nonagricultural Employment 1.8% 1.2% 3.2% 3.4% 3.1%
Wages and Salaries* 5.5% 3.2% 4.8% 6.4% 6.7%
Real Retail Sales 3.5% 5.1% 13.2% 4.0% 6.4%
Building Permits 32.6% -3.2% 22.2% 19.8% 12.6%

Non-MSAs 2002 2003 2004 2005 2006 
Total Nonagricultural Employment -3.5% 6.6% 2.9% 3.2% 1.9%
Wages and Salaries* -1.1% 2.6% 5.3% 7.3% 4.9%
Real Retail Sales 1.2% 2.5% 5.1% 1.9% 3.0%
Building Permits 12.9% 14.9% 15.0% 7.3% 4.3%

VA-Totals 2002 2003 2004 2005 2006 
Total Nonagricultural Employment -0.7% 0.3% 2.5% 2.2% 2.0%
Wages and Salaries* 0.3% 3.9% 7.2% 7.4% 6.1%
Real Retail Sales -0.3% 4.4% 6.9% 4.8% 4.7%
Building Permits 11.9% 2.0% 4.3% 0.1% -2.9%

*Wages and salaries include some options that were exercised.  Actual data are 
  through 2nd quarter 2004.

 Virginia Forecast Summary: Most Likely Scenario
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About Chmura Economics
& Analytics

Chmura Economics & Analytics (CEA) is a consulting 
fi rm that specializes in the areas of quantitative research, 
traditional economics, workforce and economic 
development, as well as target marketing.  

� Quantitative research covers a broad range of statistical 
and econometric applications that help management in 
decision-making, planning, and realizing goals.  

� Traditional economics involves forecasting interest rates, 
national activity, regional economic growth, and economic 
impact studies as well as delivering this information through 
publications and presentations.  

� Workforce and economic development includes helping 
regions assess their current workforce and economic 
environments with a goal toward devising plans to improve 
the pace of economic growth and lift living standards.  

� Target marketing - Do you know what industries 
and fi rms your region should be targeting? Innovative 
economic developers know that in today’s economy, the 
knowledge base of their local workforce is key to leveraging 
the strengths of their region to prospect fi rms. CEA has 
developed a proprietary process for targeting fi rms most 
likely to do business in your locality.

CEA professional staff  brings over thirty years of experience 
in fi elds related to economics, regional analysis, and 
strategic planning.  

   Christine Chmura, Ph.D., Partner and Chief Economist
   Leslie E. Peterson, Partner and Director of Operations
   Xiaobing Shuai, Ph.D., Senior Economist
   Jeremiah K. Holly, Research Assistant
   Kevin Scheidt, Senior Web Applications Specialist
   Bryan Harrison, Research Assistant

JobsEQ.COM™ embodies CEA’s latest new product 
capabilities. JobsEQ.COM™ is the URL for the software 
application of CEAWorks™ which takes a community audit 
away from the static ‘as is’ view of the region to a dynamic 
forward-looking information-based outlook. By combining 
the information needed to perform comprehensive 
economic development with workforce readiness skills and 
job availabilities, JobsEQ™ moves regions toward desired 
job creation, improved target marketing, relocation and 
retention, and reduced unemployment. 

JobsEQ™ helps workforce agencies tailor services to 
underpin economic develop strategies for increasing wealth 
in their region. Workers seeking jobs as well as employers 
seeking workers apply features off ered by JobsEQ™ to bridge 
the current information divide.

Visit us at www.chmuraecon.com for more information.
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Michael Th ompson: Chairman and President: For 
over twenty years Mr. Th ompson owned his own 
marketing company. He has been very active in 
national, state and local politics as well as a number of 
state and community organizations, commissions, and 
committees. 

Randal C. Teague: Secretary/Treasurer/Counsel: A 
Partner in the law fi rm of Vorys, Sater Seymour and 
Pease, Mr. Teague is a noted international attorney.

John Alderson: President of the John Alderson 
Insurance Agency, he chaired the Reagan for President 
campaigns in Virginia.

Warren Barry: Former State Senator, current 
Member of the Alcohol Beverage Control Board.

William W. Beach: Director of the Center for Data 
Analysis and John M. Olin Senior Fellow in Economics 
at the Heritage Foundation in Washington, D.C.

Sandra D. Bowen*:  Secretary of Administration 
and past Senior V. P. of the Virginia Chamber of 
Commerce.  She served in major leadership positions 
for Governor Baliles and Robb.

Stephen Cannon:  Partner, Constantine Cannon, PC, 
former Sr. VP of Circuit City Stores.

James W. Dyke, Jr:  Partner, McGuireWoods, he 
served as Secretary of Education for Governor 
Douglas Wilder.

Eva S. Hardy: Senior Vice President for External 
Aff airs and Corporate Communications, Dominion 
Resources Services, Inc.

Robert L. Hartwell: President, Hartwell Capitol 
Consulting, Senior Consultant to American Systems, 
International.

Alan I. Kirshner: Chairman and CEO of Markel 
Corporation.

Jay Poole: Vice President for Agriculture Policy and 
Programs, Altria Corporate Services.

Joseph Ragan:  Founder and President of Joe Ragan’s 
Coff ee.

John Rust:  Former State Delegate and Partner, Rust and 
Rust law fi rm. 

John Ryan:  Senior Counsel and Director of Government 
Aff airs for Bristol Myers Squibb. 

Robert W. Shinn: President of Public Aff airs, Capitol 
Results.

Todd A. Stottlemyer: CEO, ITS Services, Inc..

Dr. Robert F. Turner:  Law professor at the University of 
Virginia at Charlottesville.

Robert W. Woltz, Jr:  President and CEO of Verizon-
Virginia.

(*Mrs. Bowen is on a leave of absence during her tenure with Governor 

Warner.)

Th omas Jeff erson Inst itute for 
Public Policy Board of Direct ors
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“…a wise and frugal government, which shall restrain men from injuring one 

another, shall leave them otherwise free to regulate their own pursuits of 

industry and improvement, and shall not take from the mouth of labor the 

bread it has earned. Th is is the sum of good government, and this is neces-

sary to close the circle of our felicities.”

 —Th omas Jeff erson, 1801

Th omas Jeff erson Institute for Public Policy
9035 Golden Sunset Lane
Springfi eld, Virginia 22153

info@thomasjeff ersoninst.org
www.thomasjeff ersoninst.org
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